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IPC A/772. 


Fer Ekseréjian frem Stovart. 
With reference to your letter 2415/2279 ef Nevesber 30. 


Vatter’ asked me te call on him yesterday (Tessday) when ho 
gave me the answer te my carlier verbal request fer en assupanee 
in accordance with the terns eantained in your peragraph 2, Wattari 
said that while it was net possible for hin to give a eategerioal 
assurance fn the terms I hed sequested, he hed nevertheless uafle 
enquiries of the Geverument meubers ef the committee regarding their 
intentions end plers anf he haf net found anything whieh, in his 
opinion, would be objectionable to us. He said that this was as 
far as he could go but that he heped mutual goodwill and telesence 
_ Would take eaniiefthe situation, He said that he dié not think 
we would hevejaything to werry cbout. When I told him that cay 
expenses we might incur ghlative te the exhibition vould, of eourse, 
be taken wp im operating costs, he replied that he could net see 
any objection te this as indeed i¢ hel been the Government uhe hed 
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December 24, 1964 D. 6.50 p.m. December 2h, 1964 


X/2 
For Stewart from Ekserdjian. 


Your A/772. Confirm our agreement you proceed 
formally with Government Committee om basis of 
conversation with Wattari. 
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For Stewart from Ekserdjian. 


Your A/772. Confirm our agreement you proceed 
formally witn Government Committee on basis of 
conversation with Vattari. 
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Sir Rk. Allen 
Ne, 1086 D. 8.08 a.m, December 26, 1964 
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CONFIDENTIAL : 
I.P.C. 
Fer Dalley fren Stewart A/773. £G /532]32(8) 
Your 47h. | 


Jeyoe and I had a meeting yesterday (Tuesday) with Shawi 
and Haseeb. We did our best te persuade them te agree te cur 
peint ef view in accerdance with yeur paragraphs 1 and 2, but 
we ceuld net get their agreenent. 


2. We them told Haseeb that, while we were well satisfied that 
he should give us the exemption wo need in the first clause ef an 
Amending Law, we neverthelegs ceuld net accept that part ef a 
secend clause which might require us te make a payment inte a 
Central Pund, and that we sheuld regaré it as having been impesed 
upem us against eur wishes. Haseeb replied that while he did net 
gee any solution ether than that which he had prepesed, he did net 
want te initiate an Amending Law which weuld lead the Gevernmsnt 
inte a further dispute with the Cempanics. Hewever, he urged that 
we sheuld give eur final epinien quickly because if the Amending Law 
was te be delayed any further it might be impessible to gt it 
through at all because the Censultative Assembly, which in future 
weuld deal with all legislatien, was te be fermed in the very near 
future. We accerdingly left it that while we would be beund te 
digagree in principle with any payment te the Central Gevernzent, 
we nevertheless realised that the amendment prepesed by Haseeb 
was the enly ene which the Gevernment could get threugh quickly. 
We said that we might at least have te make a paynent te a 
Central Pund, but we hinted that it weuld be mere ef a formality 
than anything else. 28 Yeo 
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\"\Baghdad telegram Ne, 1086 te Pereiga Office 
ye 


3e Witheut cempremising eur pesition we are seeing 

Shawi again teday er temerrew te ensure that at least the 
werding ef the Exeaptien Clause is what we would like it te be, 
and that the werding ef the Cempensation Clause is as painless 
as possible in the circumstances. 
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Ho. 1089 D. 4.22 pom. December 23, 1964 
December 25, 1964 R. 451 p.m. December 23, 1964 
CONFIDENTIAL | 

IPC 4/7O78. £@ /532]32(c) 


Fer Dalley from Stewart. 


Fellewing is translatien ef letter dated December 22 marked 
confidential and very urgent addressed to ILP.C. amd signed by 
the Minister of Oil] under heading "Recruitment ef Police te 
protect Oilfields". 


2. Text begins. 


In view ef the importance of pretecting the eilfieclds in: 
Kirkuk, the Goverment has been ebliged te allecate a large army 
fe@e te guard them. Since the pretection ef these wells mst 
conutime permanently and as the retention ef a large ferce ef 
army personnel te pretect these wells fer a long peried will 
effect their training and discipline, it has been decided te, 
recruit 1000 pelicemen in addition te the present strength te 
take ever the ditics of pretecting the said wills and the 
surrounding areas, It has alse been decided te reconsider the 
present establishmsnt of the Kirkuk ei pelicy by increasing the 
the mmber ef pelice officers end inspecters oensequence of 
this increase, 


Kindly advise us ef your agreement therete as seh as 
possible se that the autherities cancerned may be ablé to take 
the necessary measures in this respect, 


3. Altheugh it is net entirely clear from the abeve text I 
think there is no doubt that the company is expected te bear 
the cest ef the additional 1000 pelicanén}, as well as that ef 
the @ficers md inspecters. I had been warned verbally by 
Wattari that this request was coming and he had said he would 
arrange an appointment fer mo te sce the Minister ef the Interier 
in order that I could state our case fa@ net being saddled with 
this additional cest. Hewever, he has seat the abeve letter 


/ instead. 





COBPIDENT IAL 
», Baghdad telogram We, 1099 te Foroign Office ~ 9 
CF =2- 3 58 
instead. I shall new ask te see the Minister ef the Interier 
anyway and will de whatever is pessible te avoid this additional 
and very burdenseme commitment. 
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Fer Exserdjian fren Ste a. ot 
Persenal fer Ekserdéjian. 


Please see Baghdad telegram No. 1751 the signifiesnse 
ef which will ne deubt he explained te yeu by Celense-Jones, 


2 If end when the negotiations with the Gevernuent 
reach a point when draft: agreenents and ether deoments 


require translation we shall need seme similar sbility 
te come cut here temporarily te us dedi with 

matter and celleberate with Nas © Gach e persen 
weuld ef course need te be exceptionally ané I é 
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CONFIDENTIAL 
IPC A/776. / | | 
For Dalley from Stewart. Ee) 532] 3a{é) 


Personal for Daley. 


Reference paragraph 2 of my letter CR.215/132 dated 
December 16 addressed to Muller. 


The chief engineer of Basra port, in a recent informal 
conversation with one of our Iraqi staffs in Basra, has stated 
that the port is buying an additional dredger in order to dredge 
the river up to Fao to a depth of 45 feet. (This sounds 
fantastic and he may have meant a depth of water sufficient to 
teke tankers of 45,000 tons). 


2. The chief engineer went on to say that he belicved 
BPC had en idea of extending the deep water terminal and that 
the port authorities would object strongly to this and would 
take up the matter with the Ministry of 011. He labelled the 
company as imperialist and added that it was probebly in 
collusion with the Iranians in Abefien in order to “fix the Basta 
Port Authorities by not using the Shatt any more", 


3. The above should be added to the probleas mehtiened 
in paragraph 8 of wy letter. 
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QONPIDENTIAL 
I.P.C. A/677. 


Fer Dalley fren Stewart. 


Accerding te lecal newspaper repa@rts Wattari is intending 
te held a Press cenference en December 29 en the subject ef 
the OPEC reselutieons adepted at DBjakarta. The same reperts 
state that these reselutiens were approved by the Council 
ef Ministers last week. 


2. Please re-number eur messages A/770 te 4/776. They sheuld 
have been A/670 te 4/676 respectively. 
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ecard DEPARTMENTAL DISTRIBUTION 26 9 
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December 24, 1964 R. 12.12 p.m. December 24, 1964 


‘1.PeC, 

For Dalley fren Stewart. 

A678. 

Further te my 4/673 (despatched wrengly numbered as 4/773) 


1. Jayee ané I visited Shawi te-day (Thursday) in erder to 
ge threugh with him the text of our draft amending lav, the text 
being that eriginally prepesed in paragraph 1 of my 4/617 and 
subsequently amended in my 4/665 and in agreensnt with Lenéen. 

We meade it clear that in doing this we were met agreeing te the 
principle ef paying part of the mum te a central fund, but said 
that if this represented the enly solution we di4 net think it 
smeuld Teed te a serious dispute provided that the exenptien clause 
a ee or ae eee re ee ee 
proposed. 


2. Wo hed not got wary for in the dissension before it 
became clear that Shawi was attempting to water dem the exemption 
Gleuse eluest te the point ef the original propesal put te ne by 
Watter’ which wes meationed te you in peragregh 1 of wy A/615. 

Ve mde it very cleer thatwe would net accspt anything less than 
uneqauivece] exemption, ani efter ea prelenged dissussion Shawi agreed 
te shew eur draft te the Minister ef Finance temerreyw, and he will 
then ask us te see him again. Shawi alse suggested ene er tve 
ee eek ee eee ee ee Se eee 
than ef substanes. 


, £8 De, - 
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Following should reach I.P.C. by first thing tomorrow 
morning. 


I.P.C. — 
For Dalley from Stewart. oc ciaan | 
4/679 | 

Very urgent reference my A/678. ERIS. 32 32( J) 


1. Jayce and I had a long meeting with Shawi ani Haseeb 
this evening (Sunday). 


2. Haseeb started by saying that he had been informed by 
the Prime Minister that there was an understanding between the 
companies and the Government that the amendzent to Law 101 was 
part of a package deal and that in return for the amendment the 
companies would facilitate the conclusion of the main 
negotiations on other outstanding issues. When I denied this 
Haseeb had a long telephone conversation with Wattari who 
apparently confirmed my denial. 


3. Haseeb then produced a draft in English of his coulfiar- 
proposal for en amendment to Law 101. After much discussion and 
argument resulting in some changes to his original text, Haseebd’s 
Graft reads as follows: 


"article 5. 


(a) All juristic persons producing in, distributing, 
refining or exporting from the Republic of Iraq any 
comercial transaction of which profits are derived from 
the sale of petroleum or other hydrocarbdohs produeedé in anil 


EC Bis 39 | 


, 
., exported from Iraq er the sale of rights or interests 


wee pertaining to such petroleum or other hydrocarbons are 


exempted from Article (1) and (2) of this Law. 


(bo) All juristic persons engaged in the petrolem industry 
in Iraq including those referred to in paragraph (a) 
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i) 
A Cap Te=Te=eprt 
No. IPC. 475. OE aa cel 
URGENT - For Stewart from Dalley 
Your A. 679 - In view of the shortage of time, I sent you an 
abreviated plain language telegram which I trust you understood. 
2. It was agreed that you should first put it to Haseeb that 
while we cannot agree to the proposed amendment, we do not envisage 
it becoming another major point of dispute if it was promulgated. 
Secondly, if it is a question of giving our agreement or not getting 
the agreement through, then we must give our agreement. 
3. If in time, would like the following changes made in the 
text. In Article 3 B instead of (quote) shall each allocate for 
their workers (unquote) substitute (quote) shall each allocate for the 
benefit of their workers (unquote) (stop) In the same paragraph 
delete the words (quote) in the manner and (unquote) (stop). The 
purposeg of these amendments is to try to avoid the tax implications 
which are otherwise evident, but we appreciate you may not be able 


, 


to achieve these changes. 
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Cable to Baghdad 


Aq | No. IPC/476 | Date 29th December, 1964. 
For Stewart from Dalley URGENT 


Reference the OPEC offer certain changes have been made in the 
agreements implementing the offers to other countries, to allow more 
time for ratification after signature. 

2. While this may be of no interest to Iraq which has not accepted 
the offer, we feel that Iraq should be informed officially to ensure 

we maintain principle of making comparable offers to all concerned. 
3. Please therefore inform the Iraq Government as follows 

Quote - Reference our letter of offer No. 3643/B dated 13th November, 
1964, certain changes have been made in the draft formal agreements 
implementing the similar offers of the same date to other countries to 
allow more time for ratification. The effect of these changes is 
that if in a particular country the formal agreement has been signed 
by the parties to it on or before 3lst December 1964 and ratified 

on or before 26th January 1965, the Agreement can still be made 
effective from 1st January 1964. 

Accordingly we are writing to inform you of the above and to 
confirm that we are willing to amend the draft supplemental agreement, 
referred to in our letter CA/6-21/12208 dated 3rd December 1964, to the 
same effect. Unquote. . 

4. For your personal information there may be other changes of 


which I will inform you as soon as I can. | - 


f\ 
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For Stewart from Dalley URRENT 


Reference the OPEC offer certain changes have been made in the 
agreements implementing the offers to other countries, to allow more 
time for ratification after signature. 


@. While this may be of no interest to Iraq which has not 
accepted the offer, we feel that Iraq should be informed officially | 


te ensure we maintain principle of making comparable offers to all 
concerned, 


3. Please therefore inform the Iraq Government as follows 
" Reference our letter of offer No. 3643/B dated 13th Nevember, 1964, 
certain changes have been made in the draft formal agreements 
implementing the similar offers of the sane date to other countries 
to allow more time for ratification. The effect of these changes 
is that if in a particular country the formal agreement has been 
signed by the parties te it on or before 31st December 1964 and 
ratified en er before 26th January 1965, the Agreenent ean still 
be made effective from ist January 196). 


hocordingly we are writing to inform you of. the above ani to 
confirm that we are willing to emend the draft supplemental 
agreement, referred te in our letter CA/6-21/12208 dated 
3rd December 1961, to the sane effect." 


be Yor your personal information there may be other changes 
of which I will inform you as soon as I can, 


CONFIDENTLAL 
my FROM FORBIGN GFFICK 10 BAGHDAD “69 


Cypher/OIP DEPARTHENTAL DISTRIBUTION 
No. 1479 

December 29, 1964 D. 5.24 December 29, 196) 
TUM EDT ATE 

COMFIDSNUTAL 


No. IPC/276 
For Stewart from Dalley URGENT 


Reference the OPEC offer certain changes have been made in the 
agreements implementing the offers to other countriés, to allow more 
time for ratification after signature. 


ns Yhile this may be of no interest to Iraq which has not 
accepted the offer, we feel that Iraq should be informed officially 
to ensure we maintain principle of making comparable offers to all 
concerned, 


3. Please therefore inform the Iraq Government as follows 
" Reference our letter of offer No. 3642/B dated 13th November, 1961, 
certain changes have been made in the draft formal agreements 
implementing the similar offers of the same date to other countries 
to allow more time for ratification. The effect of these changes _ 
is that if in a particular country the formal agreement has been 
Signed by the parties to it on or before 31st December 1964 and 
ratified on or before 26th January 1965, the Agreement can still 
be made effective from lst January 196). 


Accordingly we are writing to inform you of the above and to 
confirm that we are willing to amend the draft supplemental 
agreement, referred to in our letter CA/6-21/12208 dated 
3rd December 1964, to the same effect." 


4. For your personal information there may be other changes 
of which I will inform you as soon as I can, 
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No. IPC.475. 
Urgent - Fer Stewart from Dalley. 


Your A.679 = - In view of the shortage of time, 
I sent you an atbreviated Plain language telegram which 
I trust you understeed,. 


2. It was agreed that you should first put it to 
Haseeb that while we cannot agree to the proposed 
amendment, we do not envisage it becoming another 
major point ef dispute if it ws promilgated. 
Secondly, if it is a question of giving our agreement 
er not getting the agreement through, then wo must 
give our agreement. 


3. If in time, would like the following changes made 
in the text. In Article 3B instead of (quote) shall 
each allecate for their workers (unquote) substitute ( quete) 
shall each allocate for the benefit of their workers 
(unquste) (step), In the same paragraph delete the 
werds (quote) in the manner and (unquote) (stop). 
The purpose of these amendments is to try to avoid the 
tax implications which are otherwise evident, but w 
appreciate you may not. be able to achieve these changes. 


.- 
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CONFIDEN TIAz, 


No. IPC.475. 
Urgent — For Stewart from Dalley. 


Your A.679 - In view of the shortage of time, 
I sent you anatbreviated plain language telegram which 
I trust you understood, 


Ze It was agreed that you should first put it to 
Haseeb that while we cannot agree to the proposed 
amendment, we do not envisage it becoming another 
major point of dispute if it was promulgated, 
Secondly, if it is a question of giving our agreement 
or not getting the agreement through, then we must 
give our agreement, 


3s If in time, would like the foliowing changes made 

in the text. In Article 3B instead of (quote) shall 

each allocate for their workers (unquote) substitute (quote) 
shall each allocate for the benefit of their workers 
(unquote) (stop). In the same paragraph delete the 

words (quote) in the manner and (unquote) (stop). 

The purpose of these amendments is to try to avoid the 

tax implications which are otherwise evident, but we 
appreciate you may not be able to achieve these changes, 
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No. off 
Qe 


above and those whose business is non-profit making 
shall each allocate for their workers and employees 
working in Iraq an amount in respect of each year 
equivalent to eight and one third per cent of the 
total basic wages and salaries received during such 
year by such workers and employees, which will be 
distributed te their workers and employees in the 
manner and in the proportions described in Article 1 
(bd) (1), (2) and (3) of this Law. 


Article & This amendment shall be applicable from 
the same date of the application of Law number 101" 


The more important points of argument were as follows: 


(a) Hasecb was unwilling to give exezption from the 
whole of the Lew as we requested, but only from . 
Article 1, However, after further disussion, 
he stated he was prepared to include Article 2 
also. In his end Shawi’s view complete exeuption 
would in some way be admitting that the companies 
were not liable to Iraqi leglislation in general. 


We opposed this and reiterated our case for comlete 
exemption from the whole Jew (with the exception of 


our own proposed Article {grp usifec 23 (b)]_) 


(b) He refused to discriminate between Arab end foreign 


272 


emplogees on grounds that there were farcig: employees 
working in the public sector of the industry who were 


entitled to benefit alsv. 
(c) He refused to make specific mention that the 


distribution end allocation would de by the companies 


thenselyes although he admitted that this was the 
intention. The phrase, “which will be distributed 


to their workers" was, therefore, left in the passive 


tense. 
(a) He omitted to include those whose profits derived 


from “sale of rights or interests", but after further 


explanation by us this was reinserted. 


/5- When 
GONFIDENTIAL 
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5. When it appeared that we had reached stalemate particularly 
in regard to the issue described in my sub-paragraph 4 (a) above, 
I asked Haseeb what was the time factor as regards the enactment 
Of an amending law. He said that the mecting of the Council of 
Ministers to be held on Wednesday December 30 would be the last 
opportunity to get approval to such a law before the Consultative 
Assembly came into operation. After further discussion, during 
which I made it clear that reference to London was necessary, 

it was arranged that I would let Shawi have our final views on 
Hasech’s draft not later then Tuesday morning. WhenI said that 
I thought that the difference of view vide sub-paragraph 4 (a) 
above might be too much of an obstacle to agreement, Hasech replied 
quite firmly that for his part he would not sponsor an amending 
Law which did not restrict the exemption to Articles! 3 and 2 of 
Law 101. 


6. Please telegraph me your instructions very urgently. If 
we reject Hasech's draft or if we say that an amending Law in such 
terms would lead to a dispute, then my impression is that Haseed 
will wash his hands of the matter and we shall not get any 
amending legislation in ths forseeable future. Im my own view, 
es seen fom the point of view of the strictly local interests 
of I.P.C. enterprise, it would be better to have an emeniment te 
the Law in accordance with the above quoted draft which would 
largely give us the effective exemption we require. If you wish, 
I could put it to Hasesd that while we cannot agree to such 

an amendment we do not envisage it tecoming another major joint 
of dispute if it was prowulgated, although I am not certain that 
he would proesed with the matter if E made such a reservation, 
I would, thereftire, appreciate your clear direction as to how far 
I can ge im “agreeing” or otherwise to his proposed draft, bearing 
in mind that Haseeb might hold out for agreement or nothing. 
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My 4/677, paragraph 1. 


1. The resolutions adepted at Djakarta were published in full by 
the Press here on December 28, together with a brief efficial cement 
that Iraq had rejected the cempanies’ effer en the grounds that it 
41a net meet Iraq's minimm requirements and that the Gevernnent 
considered that some previsions in the offer constituted a clear 
infringement ef its severeignty. 


2,  Watteri enlarged on the above in a statement mde at a Press 
conference yesterday (Tuesday) which is preminently reperted in. 
teday*s newspapers under such headings as “gresaly unjust". He 
sede te erteier te Sees sO eee 
kneitm to us and contained in«the: Ministry ef Oil's letter Je. 770 
dated December 10, He described the mest favoured party qandities 
as “pure peisen", The arbitration conditien he described as being 
- the mest serious ani a dangerous. one and added “tut the companies 
cannet devour the right ef the Gevermmat. This Fight has boca 
formed as fren the beginning of 1961 end we know how to pretest 
eur rights." 


3. Pellewing his statement Vattari answered. quirtions, When. caked 
about forthcoming steps he is reperted as having said “these ere 
eur respensibility se as te safeguara the country’s. right. We shall 
obtain what ether states have obtained. We have our ways through 
‘which we can have what we want. It's neither in the companies’ 
‘pewer ner in their interest te deny us this right.” When asked 
weet Aah tet cals cnn ee 
Wattari replied that a number of offers or manifestatiens of 
readiness had been received frem different companies emeng which 
were certain Japancse firms as well as some independent campanics 
which hef effered er expressed their readiness te enter inte joint 
exzpleitation with INOC en bases that confermed with the State's (i) 
policy. Im answer to another question Warrari said that negotiations 
! /with 
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with the o11 companies had been going en fer some time, and that 
hope was still being maintained ef reaching a satisfactery selutien 
to the preblems which hed arisen initially in 1955, and that 
attempts were continuing “with a strong hepe ef reaching suitable 
results in cenfermity with bases preclained en previeus eccasions." 


4.  lLecal editerial comment has naturally been in full suppert ef 
the Gevermeent, but the companies are net attacked as serieusly as 
might have been the case. 


5. Full translations of all the abeve will be mailed to you at 
first eppertunity. 


